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Abstract 
Measure 121, "Modernization of agricultural holdings", is one of the most important EAFRD’s measures, directly addressing the
main rural activity: agriculture. 
The comparative analysis is based on the important similarities between Romania and Poland, concerning rural areas and 
development priorities. 
In Poland, the most important issues were solved by reducing bureaucracy, increasing regions’ autonomy, promoting 
organizations providing assistance and consulting services and state’s active involvement in the support of private co-financing. 
Also, preference for a larger number of small projects at the expense of a small number of large projects provides more 
homogeneous development of rural areas and promotes entrepreneurship. Elements of this model should be implemented in 
Romania, to increase EU funds absorption rate and to achieve rural development goals. 
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1. Rural development 
The importance of rural development lies primarily in the share of rural population in the overall population. 
Thus, 44% of the world population lives in rural areas and in the case of developing countries, this proportion is 
even higher, amounting to 55%. At European level, the Commission for Agriculture and Rural Development of the 
European Council considers that rural areas account for 85% of the total area and affects, directly or indirectly, more 
than 50% of the European population. 
Secondly, the incidence of poverty is higher in rural than in urban areas. Fewer opportunities and higher risks 
aggravate rural poverty, compared to urban poverty. 
Thirdly, global food security and climate changes will be among the key issues of the XXI century, as rural areas 
are inextricably linked to earth, as the primary natural resource. 
Agriculture is and will remain the main rural activity, affecting the other aspects of rural economy; revitalization 
can be achieved only on a base of viable farms. Thus, agriculture must be linked to consumers through efficient 
markets and reduce risks and shock vulnerabilities in rural areas. Moreover, it must be an agriculture that preserves 
and develops the livelihood of future generations, not a depleting but rather one that protects and restores natural 
resources potential. 
2. Rural area in the European Union 
In the European Union (EU), the structure of rural economy varies greatly by region and country. The primary 
sector in predominantly rural regions in Romania and Bulgaria are 12.3% and 10.8% of total gross value added 
(GVA), followed by Latvia and Poland (8.5% and 8.2%). By contrast, the primary sector in predominantly rural 
regions in Denmark, Germany and Ireland, represents only 2% of GVA . 
Romania and Poland are the countries with the largest number of employees in the primary sector (3 and 2 
million), representing 41.8 % of total employment in the primary sector in the EU. In 2011, Romania, Bulgaria and 
Poland had the largest share of employment in the primary sector in the EU (32.6%, 19.9% and 12.7% , 
respectively), while the lowest rates were recorded in Luxembourg (1.2%), Belgium and UK (1.3% in both 
countries). 
EU Member States with the highest number of farms and labor involved in agriculture are Romania (29% of all 
EU farms and 19% of total workforce), Poland (18% of farms, 19% of the workforce) and Italy (12% of farms, 11% 
of the workforce ) . 
Distribution of small farms with less than 1 ESU (European Size Unit) in the EU shows that the vast majority 
(87%) belongs to the group of states that joined EU in 2004 and 2007; Romania accounts for more than half of them 
(55.7%) followed by Poland (22.9%). The two countries have the highest number of farms in the EU. 
Thus, for the Member States where agriculture plays such an important role, Measure 121 is essential in 
implementing the National Rural Development Programmes (RDP), through the European Agricultural Fund for 
Rural Development (EAFRD ) . 
 
3. Implementation of Measure 121 ("Modernization of agricultural holdings") in Romania 
Measure 121 is part of Axis I - Improving the competitiveness of agriculture and forestry and has the overall 
objective of increasing the competitiveness of agricultural sector, through better use of human resources and 
production factors, as well as meeting national and European standards. 
Specific objectives include: 
1. Introduction and development of new technologies and procedures, production diversification and profile 
adjustment to market requirements, including organic markets, and production and use of renewable energy; 
2. Farms’ adjustment to European standards; 
3. Increasing farms’ income; 
4. Specific support for members of producers’ groups or other associative forms, in order to encourage 
association. 
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Operational objectives aim to promote investments in vegetal and animal husbandry agricultural holdings, for 
new constructions and/or modernization of existing agricultural buildings and related utilities, machinery and new 
equipment procurement, plantations establishment etc. 
In Romania, funding allocation for Measure 121 amounted to 1,042,757 thousand euros, representing 10% of the 
entire RDP 2007-2013 budget. 
The interest shown by potential beneficiaries, represented by the number of submitted applications until 
22.08.2013, exceeded total allocated funds by 188%. However, the real absorption rate, related to payments, was 
only 43.4 % until the same date. 
Another worrying aspect is the growing level of terminated funding contracts, mainly due to the lack of private 
co-financing sources. Termination rate, calculated as a percentage of the total value of terminated contracts in the 
total value of concluded contracts, reached over 17% until 22.08.2013, following a growing trend. 
 
4. Comparative analysis of the implementation of Measure 121 in Romania and Poland 
The comparative analysis between Romania and Poland, on the implementation of Measure 121, was made on 
the basis of similarities between the two countries. In addition to those outlined above, this refers to the totalitarian 
communist past and the need for structural changes in agriculture, rural share of total area (59.8% in Romania, 
56.2% in Poland), share of rural population in total population (45.7% in Romania, namely 37.9% in Poland ) and 
their similar age structures. SWOT analysis reveals in both countries, similar elements related to important 
agricultural potential, low soil pollution, rural biodiversity, low farms’ profitability and capitalization, insufficient 
financial resources and limited water resources. 
However, an important historical aspect that differentiates the two countries is that in Poland, during the 
communist regime, private ownership of farms was dominant, about 75% of the arable land belonging to private 
farms. 
In the framework of the total budget for Measure 121 in Poland, the regions have different, separated financial 
allocations, so that submitted projects only compete for funding with projects from the same region. The analysis 
and selection is carried out at regional level, lowering bureaucracy. Also, rural development becomes more 
homogeneous than in Romania, where the selection is done at national level. 
Besides private companies, consulting services for preparation and implementation of EAFRD projects are 
provided in Poland by agricultural extension offices and agricultural chambers. Applicants pay these services at a 
price representing a percentage of the total eligible value of the project; the price is fully paid before project’s 
submission. In some cases (e.g. Extension Office of Małopolskie Region) revenues from these services cover half of 
the organization’s budget. 
Regarding private co-financing in Poland, the state is actively involved by subsidizing interest through payments 
made by the Agency for Restructuring and Modernisation of Agriculture directly to banks (partial payments of 
interest, between 0.1% and 2% of the loan’s amount). Bank Gospodarstwa Krajowego, a state-owned bank, provides 
loans for EAFRD investment projects and also runs direct payments. 
The efficiency of Polish agriculture funds absorption stands as a role model, the Measure 121 absorption rate 
related to payments, being 94.8%, until 28/06/2013, compared to only 42.1% in Romania (Table 1). 
The total RDP financial allocation, relative to rural population, was 11.56% higher in Poland (917 euros, 
compared to 822 euros, Romania’s case), of which Measure 121’s allocation was 14.95% higher (123 euros, 
compared to 107 euros). The fact that the difference between specific Measure 121 allocations is higher than the 
difference between the overall allocations shows a stronger prioritization of Measure 121 in Poland. 
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Table 1. Comparative study of the implementation of Measure 121 in Romania and Poland, until 28/06/2013 
 
No. Indicator Romania Poland 
1 Total financial allocation per capita (rural population) for RDP 2007-2013 (Euros) 822 917 
2 Financial allocation for Measure 121, per capita (rural population), for RDP 2007-2013 (Euros)  107 123 
3 Submitted grant applications 
Number 7,851 96,260 
Number by 1,000 rural 
residents 0.80 6.68 
Total value (thousands Euros) 2,995,055 3,415,396 
4 Signed and valid financing contracts 
Number 1,984 58,289 
Number by 1,000 rural 
residents 0.20 4.04 
Total value (thousands Euros) 749,659 2,001,728 
Absorption rate 71.89% 112.46% 
5 Total payments amount 
Total value (thousands Euros) 438,867 1,687,194 
Absorption rate 42.09% 94.79% 
6 Average value of funded projects (Euros) 377,853 34,341 
 
 
The number of submitted applications, relative to rural population, is over eight times higher in Poland (6.68 to 
0.80) and for the signed and valid contracts, the difference increases to be over 19 times higher in Poland (4.04 to 
0.20). 
However, regarding absorption rates, these differences are not preserved. The absorption rate calculated 
according to the number of signed contracts is only 1.5 times higher in Poland, while the absorption rate related to 
payments is only 2.25 times higher. 
The explanation lies in the average values of financed projects. Analysing this indicator in the two countries, we 
see that the average value of a project financed in Romania is 11 times higher than the average value of a project 
financed in Poland (377,853 Euros, compared to 34,341 Euros). In other words, in Romania mostly large projects 
were financed, while in Poland the focus was on small projects. 
The preference for many small projects instead of fewer large projects provides a more homogeneous 
development of rural areas and contributes to the development of entrepreneurship. The positive effects for rural 
welfare are superior compared to the case where mainly major projects promoted by large enterprises are financed. 
 
682   Alexandru Sin and Czesław Nowak /  Procedia Economics and Finance  8 ( 2014 )  678 – 682 
Conclusions 
 
Measure 121’s implementation absorption rate in Romania can be increased through state’s direct involvement in 
private co-financing matters, with immediate effect on reducing termination rate. This would mean a quantitative 
increase in RDP’s implementation in Romania. Increasing implementation’s quality can be achieved by separate 
budgets, targeting individual regions, and by lowering projects’ maximum eligible values. This approach will lead to 
more homogeneous development of rural areas, increasing the number of EU funds beneficiaries and promotion 
projects with best chances of being privately co-funded. It also follows the logic of many smaller projects instead of 
several major projects. 
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